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ABSTRACT 



Consideration of three specific aspects of the Austrian 
situation is helpful in understanding funding of the vocational education 
system: Austria's long tradition as a welfare state; high degree of 
centralization, and the important influence of the economic and social 
partnership. Initial vocational training follows one of two paths: the dual 
system (in-company training and occupation-related school education 
concurrently) and secondary level 2schools (secondary technical, and 
vocational schools, and colleges) . The Laender and training enterprises share 
the costs of the dual system. Direct sources of funding for secondary 
technical, vocational schools, and colleges are public costs, costs borne by 
"private" funding, and costs borne by private households. Indirect financing 
comes from family support, Family Relief Fund benefits, and subsidies for 
training enterprises, for the especially gifted, and within the framework of 
labor market policies. Forms of continuing vocational education and training 
are in- company training and continuing training; training provided by 
commercial institutions; courses provided by public institutions; and 
training provided by non-profit institutions. Funding sources are private 
households, enterprises, and public budgets. Sources of funding for training 
programs for the unemployed are the Federal Ministry of Labor, Health, and 
Social Matters and the European Social Fund. (Contains 70 references.) ( YLB) 
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Foreword by 

Sarah Elson-Rogers/Sven-Age Westphalen 



At the end of 1997, CEDEFOP launched a project to produce financing portraits of the 
vocational education and training (VET) systems within the individual Member States of 
the European Union. The portraits combine a qualitative description of the flow of funding 
through the VET structures, identifying the funding sources and allocation mechanisms, 
with quantitative data on expenditure for different training types. The reports are 
structured around initial vocational training, continuing vocational training and training for 
the unemployed. In recognition of the increasing overlap among these training types, 
some of the reports include an extra section on combined forms of training. 

At the outset of the project, CEDEFOP asked the individual national authors to follow a 
uniform structure for the presentation of their financing training systems. This structure 
centred on the following issues with regard to initial and continuing vocational training and 
training for the unemployed: 

• outlining the economic, political, legal and administrative background to the financing 
of the VET system; 

• defining the different types of training according to the national context; 

• identifying the funding sources (e.g. European Union, central government, 
regional/local government, employers, individuals, etc.); 

• explaining the mechanisms for the distribution of funding; 

• identifying the expenditure levels over 10 years (1986-1996 or the most recently 
available years); 

• concluding and discussing the trends and perspectives of the financing VET system. 

The authors were requested, where possible, to distinguish between private/public and 
direct/indirect funding sources and to identify capital and revenue funding. They were also 
asked to provide a breakdown of expenditure according to the different sources of funding 
for each training type. 



While defining a common structure for each report allows for broad comparisons between 
the different systems and easier cross-referencing between the reports, it does not allow 
for detailed trans-national comparisons. It was acknowledged at the outset of this project 
that creating comparable reports would not be possible for a number of reasons, including: 



• Training definitions: initial vocational training, continuing vocational training and training 
for the unemployed mean something different within individual national contexts. While 
creating a “standard” definition of each training type would have facilitated 
comparability, it would have complicated the process of gathering and presenting data. 
For this reason, each author was requested to use a nationally-based definition. 

• Data: there are a number of general obstacles to obtaining comparable data, for 
example: the lack of common definitions, different national accounting procedures and 
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the problems of identifying expenditure where funding sources are diverse and 
estimates are based on surveys. More specific obstacles include the difficulty of 
aggregating data where funding is decentralised and estimating indirect sources of 
expenditure. 

A number of barriers to achieving even basic common parameters arose as the work 
developed. Among others, these included: 

• The increasing overlap between the traditional training categories. In some countries 
the division between the different training types is not as strict as in others. This means 
that some artificial divisions have had to be drawn by some of the authors, for example, 
between academic and vocational training. While this particular overlap may be, in 
part, the result of a general policy aim to level parity of esteem, it creates challenges in 
disaggregating data to identify expenditure on the vocational element. The notion of 
Lifelong Learning also has implications for creating more coherent training structures 
which include a wider range of learning activities. It is often difficult to identify and 
measure expenditure data on training which takes place outside of the formal structure. 

• The complexity of financing training structures in terms of the number of different 
funding sources and mechanisms for financing VET. For example, levels of 
expenditure on indirect demand-side incentive mechanisms such as tax incentives are 
often difficult to identify. More fundamentally, this general complexity is enhanced in 
those countries where there is no national structure for training, e.g. where local 
governments have a high level of responsibility for financing training. 

• The number of recent reforms to the financing VET system blur data comparability over 
time within individual Member States. In addition, the newness of many of these 
reforms mean that there is often a lack of stringent evaluation according to efficiency, 
effectiveness and equity criteria. 

There was no ideal way to create common criteria for the structure of this series of 
reports. There is a certain trade-off between attaining a common structure and reflecting 
the nuances of the individual national training systems. Nevertheless, this first set of 
portraits does serve to highlight many of the complexities involved with the financing of 
vocational education and training across the European Union. We hope you find the 
portraits informative and welcome your comments. 

We would like to thank Mr. Michael Hortnagl (IWI - Industriewissenschaftliches Institut), 
who prepared this portrait on the financing of vocational education and training in Austria. 

Sarah Elson-Rogers/Sven-Age Westphalen 
ser@cedefop.gr/saw@cedefop.gr 



O 

ERIC 



2 



6 



. 4 ' ■ 



■m 









fable 

4* ■■ “p; •: ' %. 



of contents . 




Foreword 1 

Table of contents 3 

List of tables and figures 5 

Preface by the author 7 

Part 1 Background to the funding of vocational education and training 9 

1 .1 Political background 9 

1.1.1 Structure of the Welfare State 9 

1.1.2 High degree of centralisation 10 

1.1.3 Economic and social partnership 11 

1 .2 Economic background 1 1 

1.3 Legal background 14 

1 .4 Administrative background 16 

Part 2 Initial vocational training 19 

2.1 Background to initial vocational training 19 

2.2 Funding sources and distribution mechanisms for initial vocational 

education and training 23 

2.3 Direct sources of funding 25 

2.3.1 Sources of funding for secondary technical and vocational schools 

and colleges 25 

2.3. 1.1 Public costs 25 

2.3.1 .2 Costs borne by ’private’ funding 26 

2.3. 1.3 Costs borne by private households 27 

2.3.2 Funding of the Dual System 29 

2.3.2. 1 Public funding 29 

2.3. 2.2 Private costs 30 

2.4 Indirect sources of funding 33 

2.4.1 Benefits from the Family Relief Fund 33 

2.4.2 Other subsidies v . 35 

2.4.2. 1 Subsidies within the framework of labour-market policies 36 

2.5 Summary and outlook 37 

2.5.1 Schools and colleges for technical and vocational education 38 

EMC 3 7 



2.5.2 Dual System 39 

Part 3 Continuing vocational education and training 41 

3.1 Background 41 

3.2 Funding sources 43 

3.2.1 Funding by private households 45 

3.2.2 Funding by enterprises 46 

3.2.3 Funding from public budgets 46 

3.2.3. 1 Land government support for individuals 48 

3.3 Summary and outlook .48 

Part 4 Training schemes for the unemployed 51 

4.1 Background 51 

4.2 Sources of funding and distribution mechanisms 51 

4.2.1 National sources of funds 52 

4.2. 1.1 Strukturmilliarde 53 

4.2.1 .2 Job foundations 53 

4.2.2 European Social Fund (ESF) 54 

4.3 Summary and outlook 56 

Part 5 Combined training programmes 59 

5.1 Introduction and background 59 

5.1.1 Training leave „.59 

5.1.2 Job rotation 59 

Part 6 Future financing of vocational training - trends and projections 61 

Annexes 

Annex 1 Legal provisions 63 

Annex 2 Benchmark statistics 1 997 64 

Bibliography 65 



8 

o 

ERIC 



4 



List of tables and figures 

^ ,4f> . •' *4k : , M v - ' & ' - W- 



Tables 

Table 1 Austrian economic indicators: 1986, 1991, 1996 and 1997 12 

Table 2 Distribution of public expenditure among levels of education 

according to ISCED, 1994 13 

Table 3 Direct spending on secondary technical and vocational schools 

and colleges in the years 1986, 1991, 1996 and 1997 in ECU (million) 

and ATS (million) without opportunity costs 29 

Table 4 Expenditure for the dual system in 1986, 1991, 1996 and 1997 

in ECU (million) and ATS (million) 33 

Table 5 Indirect expenditure for initial vocational training in the years 
1986, 1991, 1996 and 1997 in ECU (million) and ATS (million) 
from the Family Relief Fund 35 

Table 6 Monthly Labour-Market Service subsidies for first-year apprentices ...36 

Table 7 Public and private expenditure on initial vocational training in 1986, 

1991, 1 996 and 1 997 in ECU (million) and ATS (million) 38 

Table 8 Individual spending on continuing vocational training in 1989 and 1996 45 

Table 9 Public spending on continuing training in Austria, in ECU (million) 

and ATS (million) 48 

Table 10 Spending on continuing vocational training in Austria, in ECU (million) 

and ATS (million), 1996 ....49 

Table 1 1 Strukturmilliarde spending in ECU (million) and ATS (million) 53 

Table 12 Structural Fund objectives 54 

Table 13 Spending on active labour-market policy in 1986, 1991, 1995-97 

in ECU (million) and ATS (thousand million) 56 

Table 14 Spending in Austria on vocational training in 1986, 1991, 1996-97 

in ECU (million) and ATS (thousand million) 61 

Table 15 Legal provisions on vocational training - applicable in the current version 63 

Table 16 Benchmark statistics 1997 64 



0 



BEST COPY AVAILABLE 



Figures 



Figure 1 Education spending by the federal government 

(excluding higher education) ; 14 

Figure 2 Number of pupils in selected school grades according to 

type of school 1996/97 20 

Figure 3 Change in the ratio of applicants for apprenticeships/openings for training, 

1991 to 1996 21 

Figure 4 Cash flows in the vocational education system 24 

Figure 5 Cash flows in the dual system 25 

Figure 6 Cash flows in the continuing vocational training system 43 

Figure 7 Financing of course costs in 1989 44 

Figure 8 Monetary flows in training programmes for the unemployed 52 




The present report on the funding of vocational education and training in Austria was 
commissioned by Cedefop - the European Centre for the Development of Vocational 
Training - and drawn up by the Department of University Economics at the 
Industriewissenschaftliches Institut (Institute of Industrial Science) in Vienna from March to 
August 1998. It is intended to complement the Cedefop monograph The System of 
Vocational Education and Training in Austria’. 

There is a whole variety of forms of vocational training in Austria. The most important of 
these is initial vocational training, which is provided either in schools (in stage II secondary 
education) or in the dual system (apprenticeship). Initial vocational training is 
characterised by a high degree of State involvement and is financed to a large extent by 
public funds. More and more people already in employment are participating in continuing 
vocational training. In contrast to initial vocational training, continuing training tends to be 
financed more through non-governmental initiatives and private forms of funding than by 
public funds. Training schemes for the unemployed are implemented mainly as labour- 
market policy measures and since 1994 have been funded almost exclusively through the 
Austrian Labour-Market Service (Arbeitsmarktservice), which manages the labour market 
for the federal government. Since 1995 - when Austria became a Member of the 
European Union - funds have also been made available from the European Social Fund. 

• In Austria the public and semi-public sectors play a very significant role. Where 
education providers are defined as ‘private’ in this report, this is a purely legal 
definition, i.e. the institution providing the training is not a public administrative body. 
The term ‘private’ does not refer to the funding. Many providers of vocational training 
which are private in the legal sense receive the greater part of their funding from the 
State. 

• In Austria no comprehensive statistical data are available in general. The present 
report therefore also has gaps. In particular the expenditure of private households and 
enterprises on education is not recorded and can often only be approximated using 
model calculations. 

• In Austria there are no estimates for opportunity costs (except for the tertiary education 
sector). For this reason the figures given in the tables must be interpreted with great 
caution. We can, however, draw some conclusions as to the proportionate distribution 
of the costs. 

• Tertiary education (universities, colleges, courses at institutes of higher education and 
university courses) was not included in the present study. 

• Neither were the returns on vocational education and training taken into consideration 
in the report, although there is certainly a need for more research into this area. 

• After consultation with Cedefop we decided not to present a gender-specific analysis of 
expenditure. 

• The present study was based mainly on secondary literature and secondary statistical 
data. In addition, the Industriewissenschaftliches Institut (Institute for Industrial 



Science) itself collected data from the relevant institutions, interviewed education 
experts and persons in positions of responsibility within the administration, and sought 
opinions. 

I would like to express my sincere thanks to all those who contributed to this study with 
valuable suggestions and comments. In particular I would like to thank the representatives 
of the Bundesarbeitskammer ( Federal Chamber of Laboui), the Osterreichischer 
Gewerkschaftsbund ( Austrian Federation of Trade Unions), the Ministry of Social Affairs 
and the Ministry of Education. 

Michael Hortnagl 
Vienna, September 1998 
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Parti 



Background to the funding of vocational 
f education and training - is 



1.1 Political background 

Austria, which became a Member of the European Union in 1995, has been governed 
since 1986 by a grand coalition of the Sozialdemokratische Partei Osterreichs ( Social 
Democratic Party of Austria - SPO) and the conservative Osterreichische Volkspartei 
(Austrian People’s Party - OVP). Although this long period of exclusive political 
responsibility on the part of two parties has frequently been the subject of criticism, it has 
also brought stability and continuity. In this climate political and social structures have 
been able to develop without abrupt changes in policy. The vocational education and 
training system has also developed continuously with few drastic reforms. A two-thirds 
parliamentary majority is required in Austria to pass laws on education and this, together 
with the crucial involvement of the social partners, has contributed to the prevailing 
stability of the vocational education and training system. Another consequence of the 
organic development of the system, however, is the complexity and sometimes obscurity 
of its funding. In order to understand how the vocational education system is funded it is 
helpful to consider three specific aspects of the Austrian situation: 

1 . Austria’s long tradition as a welfare State; 

2. the high degree of centralisation in spite of the federal structure; 

3. the important influence of the economic and social partnership. 

1.1.1 Structure of the Welfare State 

The welfare system is well-developed with a strong foundation. It has a long history and is 
based on a broad social consensus. Many social tasks which are carried out by private / 
organisations in other countries are mainly the responsibility of the public sector in Austria. 
Owing to this welfare State tradition, the public and semi-public sectors also play a very 
important role in the sphere of education. Vocational training is usually considered a public 
responsibility, or even a political right of the individual citizen. The entire vocational 
training sector has few of the features of a free market. Thus there are few private 
schools 1 , and even in these staff salaries are often partly paid from public funds. In the 
dual system, which at first glance appears to be sponsored by the private sector, there are 
a number of legal regulations and public subsidies. Public and political organisations play 
an essential role in both the implementation and funding of training schemes for the 
unemployed. The majority of such programmes are implemented by the 
Arbeitsmarktservice (Labour-Market Service) and carried out by training institutions of the 



In the school year 1994/5 a total of 8% of pupils attended a private school. 75% of them attended a 
Catholic private school. Austria’s private and denominational schools are usually compulsory level 
schools and schools for general education. Cf. Steinbiller, 1997, p. 28. 
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social partners. Only in the area of continuing vocational training are private provision and 
non-public sources of funding (business and private households) quantitatively more 
important than public provision. But even here it must be conceded that the biggest 
training providers are only private in the legal sense. In respect of organisation and 
funding they are usually closely linked to interest groups. 

Welfare benefits to individual citizens are closely related to two policy areas: social 
security and family policies. To qualify for social security benefits an individual must first 
be integrated in the labour market 2 . This means that only persons who have been in 
employment are eligible to claim benefits 3 . Family members are also entitled to benefits 
even if they are not in employment themselves. Austria also has a wide range of family 
benefits 4 . In order to claim family benefits, a citizen must of course be a member of a 
family. In Austria in this case the definition of a family relates to dependent children 
according to age. The occupation of adolescents is not important. Households receive 
family benefits until their children reach the age of 19 5 . Under certain circumstances, 
individuals can be eligible to claim benefits from other authorities than the federal 
government. 

There are isolated support schemes for persons who are not covered by the above two 
systems, but these are secondary and are not usually regarded as a right. 



1 .1 .2 High degree of centralisation 

The responsibility for most areas of policy in Austria, including education, lies with the 
federal government. The federal government is responsible for the adoption and 
implementation of legislation on vocational schools at stage II secondary education and in 
the tertiary sector. The Lander ( States ) and Gemeinde ( communes ) are responsible for 
both the funding and organisation of compulsory schooling 6 , but the costs for teaching 
staff are largely borne by the federal government 7 . The responsibility for adult education 
lies, with a few exceptions, with the Land governments. Continuing vocational training is 
dominated by two large institutions 8 which are clearly allied to the social partners. 
Businesses often use their training schemes, even for in-company continuing training. The 
federal government is responsible for the labour-policy measures within which various 



2 In Austria, the foundation stone for the tradition of a social security system linked to gainful employment 
was laid with the introduction of health insurance and disability insurance (1888/1889). 

3 Insurance is compulsory in Austria for persons in employment. 

4 For more details see Chapter 2.4. 

5 In some cases exceptions can be made, for students for example. 

6 Vocational schooling in the dual system are counted as compulsory schooling and are thus the 
responsibility of the Lander. 

7 The federal government refunded 89.9% of state teachers’ salaries (65.4% in Vienna) to state 
governments in 1994. 

8 The Wirtschaftsforderungsinstitut (Institute for Economic Advancement) and the Berufsforderungsinstitut 
(BFI - Institute for Occupational Development). 
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